“8EP 15 1982

Dear Applicant:

We have considered your application for recegnition of exemption ®row Federal
incoms tax under Section 501(e)(3) of the Internal Ravenue Code.

The information submitted discloses that you were {ncorporated on
as a nonprofit corporation under the statutes of the State of
Your purpcse, as stated in your Articles of Incorporstion, ia to producc and
publish a professional magaxins to serve the management consulting profession,
as vell as to accumulate a lidrary wvhich will becoms a growing repository of
the formallized knowledgs of the management consultinv nrefaseiom,

Your activities corsist of producing and publishing e magazine to dAlasem{nate
information armcnz nambers of the management consulting vrofession, as well as
others who have an interest in simflar information. You intend to soon bagin
accurnulating a storehocuse or lidbrary of information {mportant to or of renerel
interest to the managsment consulting profession. Your orpanization is manared
by a Board of Trustees consisting of membors whe hold offica for thiree vears,
Your Bylaws fndicate that such tmstses shall have pi.feasional quaiification
sernane to the purposes nf the corporation. A successr— "oard of Trusteas i«
alected by the present Board of Trustaes, according to the Bvlaws.

Incons of your organization will be derived from subscrip:ions au:
advertising, with an estimated “"seed" contribution in the first year of °
which you have inlicated you do not expect to be duplicatred at anv time {n tha
future. You have hired a professional editor who 1s paid. an? you axnact +o
spend about [ of the monies received from subscripticns on sdvertisins
and promotion of the wapgazine next year ). You: reouire hdividun is whn
cont. ihute articles for publishing {n vour magazine to sirn a "“antrilutor
Arreement” w.ich vrants and asaigns to your magazine all copyrizhvs on the
-viterial. Your marazina allows such contributors of material the rishr -

sa the material !n the ‘utura, providing the contributor of matariazl !+ -
t1p corwrisht noticon of your magazine in any publication  ade

“ention Lot oY) A0 the Internal Revenuea Code provides for the exemnt’
avoaalzationg o {ch are organized and operated axclusivelv far re’ (-

Lle, o lucational and scientific purposes, and nm rary of * o saen’
s uni s dnares to thae ‘enefit of iny {ndividual.
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Section 1.501(c)(3)-1(a) of the Income Tax Pegulations states that an .
organization must be both organized and operated exclusivsly for one or more ¥
of the purposes specified in that section. If an organization fails to meet -
either the organizational test®or the operational test, it is not exempt. '

Section 1.501(c)(3)-1(c) of the Incoms Tax Regulations states that an
organizaticdn will be regarded as operated exclusively for one or more exempt
purposes -only- if-it wngages primé11y in activities which accomplish one or
more of the exempt purposas ‘specified in Section 501(c)(3).

In Foundation for Divine Meditation, Inc. v, Commissioner, T.C.Memo 1985-77.

(affirmed sub. nom. M. E. Parker v. Corelssioner, 365 F 51 792 1366) the court
held that a religious organization was not otgantzad and oporutpa exclusively
for religious purposes where i{ts publication and distridbution of various
religious materials constituted a substantial non-exempt activity because it

was conducted in a commercial manner.

The manner in which your operation is carried on is not distinguishable from
ordirary commercial publishing practices. You reguire contribdutors of articles
to surrender all rights to covyright; you have hired a "professional™ editor who
is paid commensurate with services rendered; you will solicit subseriotions

by spending approximately .% of subscriotion income each year on procoting

and advertising the magazine, according to estimates subnitted by you: cnd

you will always charge a rate for your magazine to cover all costs of publishing.

It is, therefore, held that you are not entitled to exermtion from Federal incone
tax under the provisions of Section 501(c)(3) of the Internal Revenue Code, and
your request for exempt status under that section i denied.

You are required to file income tax returns on Forms 1120,

If you do not agree with these conclusions, you may requast Appeals 0?fice
consideration. To do thlis, you must sudbnit to the District Director withlia

30 days from the date of this letter, a 3tatement of fncts.J;zv. and argumanca,
in duplicate, which will clearlv set forth your position. You 4ls0 wmiet 3%acte
whether you wish an Appeals 0ffice conference. An? sutmission st e siznes
by one of your nrincipal officers. 1 the matter is to be h4a410¢‘57 & Tegre-
sentative, the Conference and Practice Paquiresents regarding the £iliag of »
power of attorney and evidence of enrollment to practice must be et.

rotest this nroposed determination in a timely manner, it will e
iinizgeizdng; 2he Internal Rev?nue Service as a failure to exhaust availabla N
administrative remedies. Section 7u28(b)(2) of the Inte?nal fRevenue Code pfovxces
in part that, "A declaratory judgment or decree under this sectfon shall not be.
issued in any proceeding unless the ?ax ?ourt, the Coyrt of Clainms or the District
Court of the United States for the Dist-ic® of Columbia d?ternines that.the organ-
{zaton involved has exhausted adminicirative remedies available to it within the
Internal Revenue Service."
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On final deterninstion, copfes of this lettaw will be forwarded t6 appropelate™

‘s::t- officlals in lcem'dm nlth Mlu uos(c) of the humu Raveauve
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District Nireetor

™closura:
Publication 892






